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WAJAX LIMIUITED anp sussipiary companies 


REPORT TO THE SHAREHOLDERS 
FOR THE EIGHT MONTHS ENDED DECEMBER 31, 1968 


The Consolidated Financial Statements of the Company and its subsidiaries for the period 
ended December 31, 1968 are submitted herewith. As shareholders have been advised, the Com- 
pany’s financial year has been changed to end on December 31 instead of April 30 as previously 
and hence this report covers an eight-month period only. 


Including the operations of Waterous GM Diesel Limited from November 1, 1968, the effective 
date of acquisition, the net profit for the eight-month period amounted to $359,536 on gross rev- 
enues of $12,738,127. These results compare favourably with the $418,521 earned in the full 
financial year ended April 30, 1968 on gross revenues of $16,461,477, especially considering that 
the full corporate income tax rate has been applied in the period under review, whereas for the 
previous year the effective tax rate was 42.6%. 


Earnings per share for the eight-month period were 76¢ based on 473,888 shares, which is 
the average number of shares outstanding during the period, after giving effect to the acquisition 
of Waterous GM Diesel Limited and the subsequent two for one split of the common shares. This 
compares with 95¢ per share for the full year ended April 30, 1968 on 440,100 shares, adjusted 
for the split. 


Dividends at an annual rate of 30¢ per share, adjusted for the split, were paid during the period 
under review; a dividend of 844¢ per share has been declared for the first quarter of the current year. 


OPERATIONS 


Although the present report covers the operations of the Company for only an eight-month 
period, your Directors believe the results shown represent the renewal of an eight-year upward trend 
of earnings that had been interrupted in 1967 and part of 1968, largely as a result of poor general 
business conditions prevailing in Quebec throughout that period. All divisions of the Company 
achieved favourable results with the exception of the Forestry Division which fell below the previous 
year’s record sales. Operations in Western Canada were strong, particularly in Alberta, and consider- 
able improvement in earnings was shown in Eastern Canada, notably in Quebec, where a cost reduc- 
tion program had been carried out to bring overhead into line with current conditions. Performance 
of the Materials Handling Division has shown strong sales growth, as anticipated in earlier reports, 
and the performance of the Construction Equipment Division improved significantly. 


The financial statements reveal only a part of the substantial progress achieved during the 
period. Much was accomplished to set the stage for future profit growth, the main developments 
being: 


e the acquisition of Wilco Fire Equipment Company of Portland, Oregon, a supplier of fire equipment 
complementary to the products of the Company’s other U.S. subsidiary, Pacific Pumpers Inc. 


the introduction of several new products developed by the Forestry Division for the forest fire 
equipment market. These include two new portable pump designs, two models of self contained 
fire fighting units designed for areas remote from a natural source of water, and a new type of 
extremely light-weight all-synthetic fire hose. 


the broadening of the rapidly expanding Materials Handling Division’s product line consequent 
upon Hyster Company’s acquisition of Lewis-Shepard, a leading U.S. manufacturer of electric 
industrial trucks and stackers. 


the successful introduction by the Construction Equipment Division of a line of advanced design 
mobile concrete pumps manufactured in West Germany. 


the opening of a new branch in Sudbury, Ontario, in a move to give better coverage to the important 
Northern Ontario market. 


The most important single development during this period was the acquisition of Waterous 
GM Diesel Limited, an Alberta company which sells and services General Motors Diesel engines and 
related products in Alberta, the Yukon and Northwest Territories. This company, with fine premises 
in Edmonton, Calgary and Grande Prairie, has as its major markets the rapidly expanding oil, mining 
and trucking industries of the region. The acquisition (terms of which appear at Note 2 to the Con- 
solidated Financial Statements) not only represents a further substantial step in the Company’s 
diversification program, but also contributes to the financial strength of the Company. 


Waterous will retain its own name, and will operate under the same effective management 
team headed by its President, Mr. lan Robertson, which enabled it to make a highly successful 
profit turn-around from a break-even situation in 1967 to a net profit of $331,734 for the year ended 
December 31, 1968 (including a capital gain of $113,242). During this period Waterous changed 
the nature of its operations from those of a general construction and industrial distributor to a spe- 
cialized diesel engine operation. Financial statements for the years 1967 and 1968 are shown as 
an appendix to this report. 


As an additional advantage, the Waterous acquisition enabled Wajax to move its own over- 


crowded Edmonton operation into available space in the Waterous facility and thereby effect a cost 
reduction. 


BALANCE SHEET 


The change of the Company’s year end to December 31, together with the consolidation of 
Waterous accounts with those of Wajax, makes comparisons of balance sheet items difficult. When 
compared with the Balance Sheet of April 30, 1968, the increases in accounts receivable, inventories 
and accounts and notes payable are in part attributable to Waterous, and in part to the seasonal 
fluctuation of Wajax’s business. 


The increase of $530,176 in the current bank loan is due almost entirely to the consolidation 
of Waterous, as in large measure is the increase in working capital at $5,820,571 compared with 
$4,550,642 shown at April 30. 


$750,000 of the long term debt total of $2,170,630 is associated with Waterous, being 614 per 
cent secured sinking fund debentures, Series A, payable $50,000 in each of the years 1971 to 1985. 


The acquisition of Waterous results in an excess of purchase price over net book value of the 
assets of $521,243; of this amount $178,393 has been allocated to fixed assets and $342,850 
to goodwill, as explained fully in Note 2 to the financial statements. 


Shareholders equity is $5,392,304 or $9.78 per share on the basis of the new split shares, 
compared with $9.20 on the same basis at April 30, 1968. 
CORPORATE 


Following the approval given at a Special General Meeting of the shareholders on December 
18, 1968, the Company obtained supplementary letters patent: 


(a) subdividing two-for-one the authorized capital of 350,000 common shares of no par value 
and 


(b) increasing the capital of the Company by the creation of 300,000 additional common 
shares of no par value. 


As a result, the total authorized share capital of the Company now stands at 1,000,000 shares. 


OUTLOOK 


In general all major Divisions of the Company are anticipating favourable results this year as 
current conditions appear strong in most of the markets served and it is expected that Waterous 
will add significantly to the results achieved. 


PERSONNEL 


Management resources of the Company were strengthened during the period by the addition 
of Mr. lan Robertson and the Waterous group, as previously mentioned. Mr. Clyde Stratton, who 
joined us earlier as Vice-President of Pacific Pumpers Inc., has in addition been named Vice-President 
and General Manager of the new subsidiary Wilco Fire Equipment Company. 


The Directors recognize that the favourable trend of this report reflects the competence and 
devotion of employees at all levels, and they wish on behalf of the shareholders to record their sincere 
appreciation. 


‘eee 
{/) ce: 


H. GREVILLE SMITH R. W. CHORLTON 
Chairman President 


March 31, 1969. 


On behalf of the Board, 
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Over 100 of these Heede climbing cranes, sold or rented by Wajax, are 


Waterous GM Diesel Limited premises in Calgary, Alberta. (The 
constantly in operation in Western Canada. Waterous premises in Edmonton were pictured in our semi-annual 
report dated December 16th, 1968.) 
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Five Austin-Western 210 hydraulic cranes were recently delivered to 
the City of Montreal. Four of them are seen here at Wajax, Montreal. 


 .. _ 


This self contained fire fighting unit, built and installed by Wajax on 
a Timberjack chassis, carries its own water, pumping equipment and 
hose. 


Products of Wajax subsidiary Pacific Pumpers Inc., Seattle, are tested 
on this equipment. 


WAJAX LIMITED ano sussipiary 


CONSOLIDATED STATEMENT OF INCOME 
FOR THE EIGHT MONTHS ENDED DECEMBER 31, 1968 (Note 1) 


Gross revenue . 


Profit before the undernoted charges 
Interest on long term debt 

Profit before income taxes 

Income taxes 

Net profit for the period 


*Per share 


The following have been charged in determining 
the profit for the period: 


Remuneration of directors and officers 
Depreciation and amortization . 


*Based on the average number of shares outstanding. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE EIGHT MONTHS ENDED DECEMBER 31, 1968 


Retained earnings at beginning of period . 


Net profit for the period 


Deduct: 
Dividends of $0.235 per new share . 


Costs incurred in the acquisition of new subsidiaries . 


Retained earnings at end of period 


COMPANIES 


$12,738,127 


$ 789,098 
84,760 
704,338 
344,802 

$) 309,536 
0.76 


FF 


$ 73,000 


$ 63,852 


$ 1,974,709 
359,536 
2,334,245 


114,174 
29,853 
144,027 

$ 2,190,218 


WAJAX LIMIUEITED anp sussipiary companies 


(Incorporated under the Canada Corporations Act) 


AS 21S 


CURRENT 


Cashcr 
Receivables, less allowance for doubtful accounts . 
Inventories—at the lower of cost and net realizable value . 


Prepaid expenses . 


INSTALMENT RECEIVABLES NOT DUE WITHIN ONE YEAR 


FIXED 
Land, buildings and equipment (Note 2) 


Less: Accumulated depreciation and amortization . 


GOODWILL—at cost (Note 2) . 


On behalf of the Board: 


a 
eA MEL, Con. 


ie y | Director 


Director 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


CONSOLIDATED BALANC. 


(With comparative figure 


December 31 April 30 
$ 146,294 $0 VLA 
5,008,194 3,699,339 
9,064,216 7,374,419 
42,559 50,840 
14,261,263 11,196,075 
935,841 1,167,450 
1,887,040 1,111,516 
1,061,677 566,198 
825,363 545,318 
427,884 82,491 
$16,450,351 $12,991,334 


Wajax Limited, Montreal, Que. 


We have examined the consolidated balance sheet of Wajax Limited and subsidiary companies as at December 31, 
1968 and the consolidated statements of income, retained earnings and source and application of funds for the eight months 
then ended. For Wajax Limited and those subsidiaries of which we are the auditors, our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. With respect to Waterous GM Diesel Limited, of which we are not the auditors, we have 


FET AS AT DECEMBER 31,-1968 
t April 30, 1968) 


LibAr Balu Tp isExS 


CURRENT 


Bank loan—secured by receivables. 
Accounts payable and accrued liabilities 
Notes payable within one year sae He 
Income and other taxes. . 

Dividend payable January 31, 1969 : 
Current portion of long term debt . 


DEFERRED INCOME . 
NOTES PAYABLE NOT DUE WITHIN ONE YEAR (Note 5) 


LONG TERM DEBT (Note 6) . 


MINORITY INTEREST 


SRA REPO Dib Ss: 


CAPITAL STOCK (Notes 2, 3 and 4) 
Common shares of ‘no par value 


Authorized—1,000,000 shares 
Issued — 551,310 shares 
(April 30, 1968—440,100 shares) 


RETAINED EARNINGS . 


December 31 April 30 
$ 2,480,176 $ 1,950,000 
2,634,548 1;591,023 
Cpl hi 82 2,029,200 
374,925 490,031 
46,861 — 
127,000 129,123 
8,440,692 6,645,433 
59,064 68,768 
335,169 805,235 
2,170,630 1,422,135 
52,492 _ 
EQUITY 
3,202,086 2,075,054 
2,190,218 1,974,709 
5,392,304 4,049,763 
$16,450,351 $12,991,334 


carried out such enquiries and examinations as we considered necessary in order to accept for purposes of consolidation 


the report of the other auditors. 


In our opinion these consolidated financial statements present fairly the financial position of the company and its 
subsidiaries as at December 31, 1968 and the results of their operations and the source and application of their funds for 
the period then ended, in accordance with generally accepted accounting principles applied on a basis consistent with 


that of the preceding year. 


Montreal, Que., March 7, 1969. 


TOUCHE, ROSS, BAILEY & SMART 
Chartered Accountants. 


WAJAX LIMITED anp sussipiary companies 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE EIGHT MONTHS ENDED DECEMBER 31, 1968 


SOURCE OF FUNDS 


From operations: 


Net profit for the period . 
Depreciation and amortization 


$359,536 


Issue of common shares under share option plan . Bae 
Working capital of Waterous GM Diesel Limited at date of aiaues 
Decrease in instalment receivables not due within one year 


APPLICATION OF FUNDS 


Purchase of shares of Waterous GM Diesel Limited for cash . 
Costs incurred in the acquisition of new subsidiaries . 
Reduction of notes payable not due within one year . 
Reduction of long term debt . 

Purchase of fixed assets 

Decrease in deferred income . 

Dividends : 

Increase in working catneah 


WORKING CAPITAL 


Current assets 
Current liabilities 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1968 


1. 


63,852 


$ 423,388 


111,375 
2,643,018 
321,433 

$ 3,499,214 


$ 1,559,566 
29,853 
470,066 
1,505 
44,417 
9,704 
114,174 
1,269,929 

$ 3,499,214 


$14,261,263 
8,440,692 
$ 5,820,571 


The consolidated financial statements include the accounts of Wajax Limited and all its subsidiary companies, including 
the accounts of two new subsidiaries, Waterous GM Diesel Limited and Wilco Fire Equipment Company, acquired during 
the period. The results of operations of these new subsidiaries have been included in the consolidated financial state- 


ments from the dates of acquisition. 


The Company has changed its year end from April 30 to December 31 and consequently the accompanying statements 
cover an eight month period. Comparative figures for the eight months ended December 31, 1967 are not presented as 


they are not available. 


Assets and liabilities in foreign currencies have been converted to Canadian dollars at the rates prevailing at December 


31, 1968 


following consideration: 
Gash 
47,505 common shares of Wajax Limited 


. Effective October 31, 1968 the Company acquired 97.74% of the capital stock of Waterous GM Diesel Limited for the 


$1,559,566 
1,015,657 


$2,575,223 


WAJAX LIMITED ano sussipiary companies 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONT’D) 


The 47,505 common shares of Wajax Limited were recorded at the book value of the 95,010 Waterous GM Diesel Limited 
shares acquired in exchange for the Wajax shares on a 2 for 1 basis. 


Recent appraisals of real estate and equipment of Waterous GM Diesel Limited place a substantially higher value on 
these assets than is shown in their accounts. Therefore, in order to partially reflect these more realistic values, $178,393 
of the excess purchase price has been allocated to Fixed Assets and the balance of $342,850 has been recorded as 
Goodwill. 


. On December 19, 1968, the Company obtained supplementary letters patent 


(a) subdividing the authorized capital of 350,000 common shares of no par value into 700,000 common shares of no par 
value and 


(b) increasing the capital of the Company by the creation of 300,000 additional common shares of no par value. 
The following shows the changes in the outstanding common shares during the period: 


Gutstandingsativiavels |96Stere 1) te One ee eek epee Weer e yeahs. ene oh ok 220,050 shares 
Issued during the period 
As part of the consideration for the acquisition of Waterous GM Diesel Limited. . 47,505 
Issuediionmcasmuncder thershare Optom Plaine) Welmeenee ene fe te one 8,100 


275,655 shares 


Outstanding at December 31, 1968 
AtemelMinereieGEtoOrsubCIVISIOMVNOl SMAneSis s+ ya. se oe esi fa) he toe 551,310 shares 


. Options are outstanding to purchase 1,100 of the authorized but unissued shares of the Company ata price of $6.875 
per share, as follows: 
To Directors 


and Officers To Employees 
Options granted cca 11, 1967 at oe 875 ae share cues ae effect to subdivision 
oOfeshares) -le = 14,500 4,000 
CPuOns QUES ZINalince MEWAL, IR 5 16a ol lo of i SObesA Bo ede 13,700 3,600 
Issued for cash during the period. . . Ae eS 13,700 2,500 
Options outstanding December 31, 1968 and expiring mucuet 10, 1972 . Niet ere ee — 1,100 


26,500 shares of the Company are reserved, but not allocated, for option to officers and employees at a price to be 
established by the Board of Directors but which cannot be less than 90% of the fair market value at the time such 
shares are optioned. 


. NOTES PAYABLE 


Secured notes, payable to bank and finance companies 1969-1972. . . ... . $1,079,304 
Notes payable to suppliers 1969 to 1971 of which Hy 424,259 
is secured by inventories . . ENE Eee) ia, SEF 2,033,047 
3) 1025351 
KESSHINOLES PayablenwithinsOMmelycanmennan ge in si ee tess ee ee 2,/77,182 
Notes payablernotidvel within OMe: yealaasusseen = ee esneree NN cee hens USES use $ 335,169 
. LONG TERM DEBT 
Wajax Limited 
7%4% Secured debentures, Series A, beyante ae 000 in each of the Rig 
1969 to 1976 and $600,000 in 1977. : en's fs $1,400,000 


Waterous GM Diesel Limited 
644% Secured sinking fund debentures, Series A, payable $50,000 


inveach-otithe years 971 towlOSomeys more ecu teen Me Se ctr! cen eee heel es 750,000 
Pacific Pumpers Inc. 

Bank loan payable in annual instalments of $27,000. . . ....4.2.2.2.. 108,000 
Wajax Equipment Limited 

Mortgage payable in monthly instalments to1980 .......2.2.2.2.24.. 39,630 

2,297,630 

tess Amountincludedin=-currentiiabilities = 2.0. %. 29. 5 «© = 3) 2. = * 127,000 

$2,170,630 


. At December 31, 1968 the companies were contingently liable for $673,000 as guarantors of discounted notes secured 
by conditional sales contracts. 


. The Company and its subsidiaries have entered into long term leases of varying terms to April 30, 1988, for which the 
net annual rental is $167,000. 


WATEROUS GM DIESEL LIMITED 


BALANCE SHEET AS AT DECEMBER 31 


Reo ES 


CURRENT 


Cash : 
Marketable ‘securities, at cost. 


Accounts receivable (less allowance for doubtful accounts $58, 689; 


1967—$65,056) (Note 1) 
Notes receivable, current portion 
Short term loan to associated company : 
Inventories, at the lower of cost or net realizable value . 
Prepaid expenses . Se er aie a MMC en ean (9, 


INVESTMENT IN SHARES OF SUBSIDIARY COMPANIES, 
LESS AMOUNT WRITTEN OFF. 


TERM NOTES RECEIVABLE . 


FIXED 


Property, plant and equipment—at cost. 
Less: Accumulated depreciation and amortization . 


PAB Eales > 


CURRENT 
Due to bank, secured (Note 1) ‘ 
Accounts payable and accrued charges . 
Income taxes payable 
Due to subsidiary companies — 


642% SINKING FUND DEBENTURES SERIES A, DUE JULY 15, 1985 


Authorized $1,000,000; issued $1,000,000 
less $250,000 redeemed in 1966 (Note 2) 


SO AR EH OD ER Sweee Olay, 


CAPITAL STOCK 


Common shares of no par value 
Authorized—206,250 shares 
Issued —196,930 shares . 


RETAINED EARNINGS . 


1968 1967 
$ 400 $ 275 
— 1,109,458 
591,262 512,073 
73,700 72,732 

15398;215 _ 
1,284,392 963,981 
1,212 7,648 
3,355,301 2,666,167 
_— 29,806 
81,025 150,184 
580,400 565,005 
443,338 429,743 
137,062 135,262 
$ 3,573,388 $ 2,981,419 
$ 447,236 $ 199,545 
199,334 186,765 

30,229 — 
_ 132,153 
676,799 518,463 
750,000 750,000 
796,389 796,389 
1,350,200 916,567 
2,146,589 1,712,956 
$ 3,573,388 $ 2,981,419 


Le manque d'espace ne nous a pas permis 
Waterous GM Diesel Limited. Nous prions nos acti 


WATEROUS GM DIESEL LIMITED 


STATEMENT OF INCOME 
FOR THE YEAR ENDED DECEMBER 31 


1968 1967 
SESS, og ee Nee Ee ae ee a eee ee ee ee $ 3;532,751 $ 3,027,711 
Earnings from operations, before the undernoted charges . ..... . 317,374 91,881 
Interest on 644% sinking fund debentures. . . . . . . . ww ww 48,750 48,750 
DepEeciatllOn Maen. (Ae sie itea eh eee eee Pees rm Gas Se Ub ea 31,859 31,415 
NetiearhinesironlroOperationSe e's) se.a- 2. 2. we ce ee Ee 236,765 11,716 
Other income and (expenses) 
Interestand dividends ......... 55,309 47,862 
Gain'on sale of marketable investments . = . . - . «= « «© « «© «= @ 113,242 7,602 
Loss on winding up of construction machinery division. . . .... . (43,353) (28,137) 
125,198 27,327 
Negeamillies Delore inCOMe taxes. «0 55 6g ies On Oe a Les 361,963 39,043 
PrOvs O OHO MI COIMe taAXGS, (INOTE.O) uty vel isp Geb te ee w ew ee 30,229 _ 
NEI HOITOMMbesyCate am Came USS FL Pens ty Pion oe me a. $ 331,734 $ 39,043 
STATEMENT OF RETAINED EARNINGS 
FOR UI HE YEAR ENDED, DECEMBER 31 
1968 1967 
RetaInca carnineS au DeeINNING OnVeOl:. tw Bow we l% Ale ee a Ree $ 916,567 S$ e7 i024 
Net profit for the year ae hile RLS ae OS ee ume de ety ee eae 331,734 39,043 
1,248,301 916,567 
Add: Gain on investment on winding up of subsidiary companies. . .. . 101,899 —_ 
Reramneaeakmines-atvend Or year 292 eno f 5k 8 ah ee ekg ed Be se $ 1,350,200 $ 916,567 


NOTES TO FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1968 


1. The amounts due to the bank are secured by the accounts receivable. 


2. The 614% sinking fund debentures, Series A, are secured by a first floating charge on the undertaking of the company 
and all of its property and assets. The company has agreed to pay to the trustee, amount sufficient to retire $50,000 
aggregate principal amount of debentures on July 15 of each of the years 1966 to 1984 inclusive. During 1966 the company 
delivered to the trustee for cancellation $250,000 principa! amount of debentures so that no further sinking fund payments 
will be required until July 15, 1971. 


3. Under the trust deed securing the 642% sinking fund debentures, Series A, the company is restricted from declaring 
or paying any dividends unless certain requirements are met. At December 31, 1968, the company was not in default 
in any of these requirements. 


4. The company has lease commitments in an amount of $86,200 annually. The leases expire in December, 1982. 
5. In 1968 remuneration paid to directors and senior officers was as follows: 


Directors ae ab eee eee Cee Phe Ee: re SR ae CP ee ee os $24,900 
Seniomofiicers notherathanrdiheCtOrssemsen pear asia een Ee tee Greets mis cOmrs Bae een Uie nena \< 46,579 
$71,479 


6. Taxable income has been reduced in the current year by a loss carry forward from 1967 of approximately $140,600 with 
a resulting reduction of the provision for income taxes of approximately $70,300. 
In prior years, depreciation has been recorded in the accounts in excess of that claimed for income tax purposes. During 
the current year, depreciation claimed for income tax purposes was $10,026 in excess of that recorded in the accounts 
with a resulting tax reduction of approximately $5,000. The accumulated tax reductions applicable to future years when 
depreciation could be claimed in excess of that recorded in the accounts is approximately $52,500. 


nexer la version francaise de I'état financier de la 
es et amis de langue francaise de nous en excuser. 
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